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UNITED STATES GENERAL ACCC;UNT[NG OFFICE

WASHINGTON REGIONAL OFFICE
FIFTH FLOOR
803 WEST BROAD STREET
FALLs CHURCH, VIRGINIA 22046

Giptatn W, B. Mooauitey
Gopmandar, ¥aval Adr Development Center
Wayuingter, Pemnsylvanis 18974

, ;ﬁh&t Captain Melaulley:

¢ <Az part of obr gurvéy of the mivsgement of procurements Fron small
sontraetors in the Waghington, D.C., ares, we inguired inte the procure-
want of the Model 626C Portable Radar Teacking System by the Naval Adr
Devalopmentt Center from Vega Prucvislon Labovatories, Ine., Viemna, Virginis,
The systems, related se¥vices, and supplies were procured noncompetitively
under the following negetisted £izm fized-price contracts:

-

rael nubey Awarded Current amount
N6AUE9T1-C-0167 Beptevbar 1970 § 514,531
N62269-72-8-0052 August 1971 88,805
N6 2269~ 72-0-0030 Decenber 1971 554885
§1,157,321

Oug eupvey was primapily concerned with the adequacy of Government
aydir and technical evaluatiens of the contractor’s priciang proposals for
conteaets ~0167 and -0030., We found that the reviews of these proposals
by Cevesdment represeatatives were not perforped in sufficlent depth to
daternine whather they were adequately supported. In addition, the awdit
yeports on thess proposals did vot clearly ddentify limitations on the sdope
of the sudits, which way have had an effect on contract negotiations.

The Defense Coutgact Audic Ageney (DCAAY made 2 breavard mwdit and
the Defenne Contyact Administvation Services (DUAS) Dilatrict performed a
toachndeal evaluation of the priding proposals for contracts ~0167 and
~0036. Although divect labot costs vepresented sbout 25 percent of the
total proposed price for thede contrsets and, comsidering overhead, about
70 percent of the éotal proposed price was related £o the contractor's
proposed direct labor hours, it sppears that both DCAA and DUAS performed
Ainited reviews fn the area of laboy hours. The DUAS production engineey
agoepted the contractdr's statementa idmplying that the proposad labor
hotre were baged on hidtorical data. The production engineer did aot
vegify the conbractor's statenments in expectation that DUAL would do se
dn fts audie,
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During DEAA's audit of the proposal for contract -0167, the audit
ataff waa advised by the contractor that the proposed labor hours were
wot based on historical data, With respect to laber, DCAA'g review of
this proposal was limited to verifying the proposed labor wage rates. We
were informed by a DCAA official that DCAA relied on DCAS to perform an
- evaluation of propésed labor hours.

DEAA's asudit of the labor hours proposed for contraect -0030 included
a comparison of the total hours propused by major labor categories to the
total hours charged to the categories under the prior comtract, contract
-0167. The comparison disclosed siguificant differences. For esample,
the contractor proposed 8,264 hours for the production category as compared
to 1,927 houvs previcusly charged to that category. Ve were informed by a2
BCAA officdial that because the DCAA aundit staff did not conslder the con-
tractor's reeords capable of providing aceurate historical date, no attempt
wags made to verify the ralacionship between the proposed labor hours and
the hours experilenced under the prior comtract., DBCAA included a statement
in ite report indicating that the proposed labor hours were engineering
satinmates based on prior experience.

The DCAS price asnalyst informed us that based en the DCAA reporis
on the eogt proposals for contragts -0167 and <0030, it was his impres-
aion that the proposed labor hours were supported by verifiable data.
Accordingly, he advised ug that the DCAS review of the proposal for con-
tract -6030 was not @ extensive as it might have been.

The contracting officer relied om the DCAA and DCAS reports in deter—
mining the reascnableness of the propoged prices for pontracts -0167 and
~G030, $inee our review was limited to these proposals, we do not know
whether the problem of apparent lack of coordination as discuesed above
is widegpread. Ve mre calling the situation to your attentien for what—
ever action you may deem appropriate to aveid similar situations in the
Euture.

We would appreciate beinpg adviszed of any actions taken or plamned
with regard to matters discussed In this letter. Coples of this letter
are bedng sent to the Commander, Baltimere Defense Contract Administra-
tion Services Ddgtriet, and to the Branch Mansper, Alexandria Brauch
Offiee, Defenpe Contract Audit Agemoy.

e

Sincergly yours,

H, L. Krieger

H, L. Exieger
Regional Managey

cé:  Commander, DCASY, Baltimore
Branch Manager, DCAA, Alexandria

bcc: Deputy Director, PSAD = jJ, H. Hammond
. Regional Manager, Philadelphia



UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON REGIONAL OFFICE

FIFTH FLLOOR
803 WEST BROAD STREET

FALLS CHURCH, VIRGINIA 22046 JUN 15 1972

Mr, Joseph F. Chojnacki

Branch Manager, Alexandria Branch Office
Defense Contract Audit Agency

P.0. Box 1227

Alexandria, Virginia 22313

Dear Mr, Chojnacki:

As part of our survey of the management of procurements from small
contractors in the Washington, D.C., area, we inquired into the procure-
ment of the Model 626C Portable Radar Tracking System by the Naval Air
Development Center from Vega Precision Laboratories, Inc., Vienna, Virginia.
The systems, related services, and supplies were procured noncompetitively
under the following negotiated firm fixed-price contracts-:

Contract number Awarded Current amount

N62269-71-C-0167 September 1970 $ 514,531

N62269-72~C-0052 August 1971 88,905

N62269-72-C~0030 December 1971 553,885 .
$1,157,321

Our survey was primarily concerned with the adequacy of Government
audit and technical evaluations of the contractor's cost proposals for
contracts -0167 and -0030. As you may recall, at the close of our survey,
members of our staff discussed with you various aspects of your audits of
these two proposals as well as the content of the audit reports generated
by these audits. At that time we expressed our views on what improvements
could be made 1n these reports to more fully describe the scope and results
of the work performed, especially with regard to the audit of the contrac-
tor's proposed labor hours. You generally agreed that certain sections of
the audit reports on these proposals could have been improved.

We believe the results of our review indicate a need for 1mprovement.
in Vega's cost estamating procedures. While this contractor may not meet
your monetary criteria for conducting a formal estimating system survey,
you may consider it advisable to work with Vega to improve its estimating
process.,



Enclosed for your information is a copy of our letter to the
Commander, Naval Air Development Center, summarizing the results of our
survey. We would appreciate any comments you may wish to make concerning
our observations.

We understand tht your office is currently performing a defective
pricing review of contract -0167. We will be pleased to provide you or
your staff with further details of our survey if you so desire.

Sincerely yours,

iFZIéncezfa)

H. L. Krieger
Regional Manager

Enclosure



UNITED STATES GENERAL ACCOUNTING OFFICE

WASHINGTON REGIONAL OFFICE
FIFTH FLOOCR
803 WEST BROAD STREET
FALLS CHURCH, VIRGINIA 22046 JUN 15 1972

Lt. Col. Jack W. Gould

Commander, Baltimore Defense Contract
Administration Services Diastrict

Building 22, Fort Holabird

Baltimore, Maryland 21219

Dear Colonel Gould:

As part of our survey of the management of procurements from small
contractors in the Washington, D.C., area, we inquired into the procure-
ment of the Model 626C Portable Radar Tracking System by the Naval Air
Development Center from Vega Precision Laboratories, Inc., Vienna, Virginia.
The systems, related services, and supplies were procured noncompetitively
under the following negotiated firm fixed-price contracts

Contract number Awarded Current amount
N62269-71-C-0167 September 1970 $ 514,531
N62269-72-C-0052 August 1971 88,905

N62269-72-C-0030 December 1971 553,885

$1,157,321

Our survey was primarily concerned with the adequacy of Government
audit and technical evaluations of the contractor's pricing proposals for
contracts ~0167 and -0030, The results of our survey were discussed with
you and members of your staff upon completion of our field work. Enclosed
for your information 1s a copy of our letter to the Commander, Naval Axir
Development Center, summarizing the results of our survey.

We will be pleased to provide you or your staff with further details
of our survey if you so desire.

Sincerely yours,

Hfu(fw:?'«) .

H. L, Krieger
Regional Manager

Enclosure





